
7 

.,a L. . 

t 

STATE OF CALIFORNIA 

STATE BOARD OF EQUALIZATION WILLIAM M. BENNEll 

N STREET, SACRAMENTO. CALIFORNIA 
Firs1 Dlsldc& KmtMd 

BOX wm’9, SACRAMENTO. CALIFORNIA 94279-0001) 
BRAD SHERMAN 

Secad Dhict, Las Angeles 

(916) 445-1516 ERNEST J. bRONENSUR& JR. 
Third DtsMd San Diego 

MATTHEW K. FONG 
Fowth Dktrict Los Angeles 

May 20, 1991 

TO COUNTY ASSESSORS AND 
OTHER INTERESTED PARTIES: 

GRAY DAVIS 
contmii9f,-0 

CINDY RAM00 
Ex6uthwcNec!u 

No 91/40 

PROPERTY TAX RULE 2 
THE VALUE CONCEPT 

On September 12, 1990, the State Board of Equalization 
held a public hearing on Property Tax Rule 2, The Value 
Concept. In response to public comment, the staff proposes 
further changes to rule 2. 

Subdivision (a) is changed to delete the language proposed 
in the published version, relating to the unencumbered or 
unrestricted fee simple interest in real property, and restores 
the first sentence to its existing language without any 
change. The change also adds the second sentence as a separate 
paragraph, to clarify that the definition of "full value", 
"full cash value", "cash value", "actual value", and "fair 
market value" as applied to real property refers to the value 
of the unencumbered or unrestricted fee simple interest. 

In accordance with Government Code Section 11346.8(c), the 
changed version of rule 2 is being placed in the rulemaking 
file and mailed today to interested parties that commented 
orally or in writing or that asked to be informed of such 
revisions. If you wish to review the rulemaking file, it is 
available for your inspection in Room 134 at this address. 

Comments received by June 4, 1991, will be before the 
Board when the Board considers adoption of the changed . 
version. Please mail comments to this address to the attention 
of Janice Masterton, Regulations Coordinator. 

If you have questions regarding the content of the 
regulation, please call John Hagerty, Deputy Director, Property 
Tax, at (916) 445-1516. 

Sincerely, _ 

Cindy Ra%bo- 
Executive Director 
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(a) In addition to the meaning ascribed to them in the 

Revenue and Taxation Code, the words "full value", "full cash 

value", "cash value", "actual value", and "fair market value" 

mean the price at which d/$fd$dfW[a.-.~orooert_vl[FHn! 

d~g~td~~didd/mf/~~~~g~~~~~g~/f~g/g~~~xg~~~fg~gg~/~~/~~gx 

~fm~er~~/~sd~~~~~/~~/x~~gxx~/g~f~~~~g~x~/~~~g~~~~~~gx 

fa~~fr~~~8~s~]~/zf[~if3 exposed for sale in the open 

market with a reasonable time for the seller to find a 

purchaser[~~/8~/df~b/~~~~~~/~~~~g~~~~~~l, would transfer for 

cash or its equivalent under prevailing market conditions[L] 
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seekina to maximize their aains and neither beina in a 
. . . . osltlon to take advantage of the exlqencles of the ot her.1 
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I, ,I ,* I, value", "full cash value , cash value ! .actual value" and 

II * arket value II . mean the nrlce at which the unencumbered 
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or unrestricted fee simple Interest In the real Dronertv~ 
. lect toanv legally enforceable aovernmental 

. . . restrlctlons) would transfer for cash or Its eou ivalent under 
. . . . the condltlons set forth In the nrecedlna sentence. 1 ml?2 
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0 When valuinu real property (as described in paraqraph 

(aI1 as the result of a chanue in ownership (as defined in 

Revenue and Taxation Code, Section 60, et seq.) for 

consideration, it shall be rebuttably presumed that the 

consideration valued in money, whether paid in money or 

otherwise, is the full cash value of the property. The 

presumption shall shift the burden of provins value by a 

preponderance of the evidence to the party seekinq to overcome 

the presumption. The presumption may be rebutted by evidence 

that the full cash value of the property is sisnificantly more 
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or less than the total cash equivalent of the consideration 

paid for the orouertv. A sianificant deviation means a 

deviation of more than 5% of the total consideration. 

m The Presumption Provided in this section shall not . 
aoolv to: 

(1). The transfer of any taxable possessorv interest. 

12) The transfer of real nronertv when the 

consideration is in whole. or in part, in the form of 

ownership interests in a leual entity (e.g.. shares of 

stock) or the chanae in ownership occurs as the result 

of the acuuisition of ownershio interests in a leaal 

entitv, 

(3) The transfer of real property when the information 

prescribed in the chanoe in ownership statement is not 

timely Provided. 

m If a single transaction results in a change in 

ownership of more than one parcel of real property, the 

purchase price shall be allocated among those parcels and other 

assets, if any, transferred based on the relative fair market 

value of each. 

Reference: Article 2, Chapter 3, Part 2, Division 1, Revenue 
and Taxation Code 
Sections 110, 110.1, 401, Revenue and Taxation Code 

Authority: Section 15606, Government Code 
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